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.H\ZRUGV7\SH\RXUNH\ZRUGVKHUHVHSDUDWHGE\VHPLFRORQV
,QWURGXFWLRQ
&RPPRQ$JULFXOWXUDO3ROLF\&$3KDVEHHQDFRUQHUVWRQHRI(XURSHDQ8QLRQ(8SROLF\UHODWHGWRIDUPLQJ
DQGWKHUXUDODUHDV3URSRVHGE\WKH(XURSHDQ&RPPLVVLRQLQLWDLPHGWRSURYLGHDKDUPRQLVHGIUDPHZRUNWR
PDLQWDLQDGHTXDWHVXSSOLHVLQFUHDVHSURGXFWLYLW\DQGHQVXUHWKDWERWKFRQVXPHUVDQGSURGXFHUVUHFHLYHGDIDLUGHDO
LQWKHPDUNHW7KHVHSULRULWLHVKDYHVKLIWHGRYHUWLPHDVHQYLURQPHQWDODQGDQLPDOFRQFHUQVDVZHOODVVDIHW\DQG
KHDOWKDVSHFWVKDYHJDLQHGSURPLQHQFH$VDFRQVHTXHQFHWKH&$3KDVJUDGXDOO\PRYHGIURPDSURGXFWLRQEDVHG
VWUXFWXUH RI VXEVLGLHV WR D PDUNHWRULHQWHG V\VWHP LQWHJUDWLQJ VWDQGDUGV IRU IRRG VDIHW\ HQYLURQPHQW DQG
ELRGLYHUVLW\ DVZHOO DV DQLPDOZHOIDUH$FFRUGLQJ WR WKH (XURSHDQ SXEOLF WKHPDLQ SULRULW\ IRU WKH &$3 VKRXOG
HQVXUHWKDWDJULFXOWXUDOSURGXFWVDUHRIJRRGTXDOLW\KHDOWK\DQGVDIH(QVXULQJUHDVRQDEOHIRRGSULFHV
SURWHFWLQJ WKH HQYLURQPHQW DQG HQVXULQJ D IDLU VWDQGDUG RI OLYLQJ IRU IDUPHUV ERWK  DUH DOVR JLYHQ D KLJK
SRVLWLRQ RQ WKH SXEOLF DJHQGD (XUREDURPHWHU  (YHQPRUH DFFRUGLQJ WR WKH VDPH SXEOLF RSLQLRQ UHVHDUFK
HQYLURQPHQWDO SURWHFWLRQ LV WKH VHFRQG UHVSRQVLELOLW\ WKDW (XURSHDQV DVVLJQ WR IDUPHUV 7KLV REMHFWLYH LV DOVR D
UHODWLYHO\KLJKUDQNLQJSULRULW\LQWHUPVRI(XURSHDQDJULFXOWXUDOSROLF\3URWHFWLQJWKHHQYLURQPHQWLVPRUHOLNHO\WR
EH VHOHFWHG DV RQH RI WKH WZR PDLQ UHVSRQVLELOLWLHV RI IDUPHUV E\ UHVSRQGHQWV LQ &\SUXV  0DOWD 
/X[HPERXUJ*UHHFHDQG'HQPDUNDOO7KHRSSRVLWHLVWUXHIRUUHVSRQGHQWVLQ)LQODQG+XQJDU\
DQG(VWRQLD(XUREDURPHWHU
$GGLWLRQDOO\WKH&$3SD\VSDUWLFXODUDWWHQWLRQWRWKHGHFOLQHLQWKHQXPEHURIIDUPHUV7KHVWHDG\GHFOLQHLQWKH
QXPEHURIDJULFXOWXUDOKROGLQJVDQGIDUPHUVLQWKH(8KDVOHGWRDGLVWUHVVLQJVKRUWDJHRIQHZIDUPHUV7RGD\(8
IDFHVDGXDOSUREOHPWKHVFDUFLW\RI\RXQJIDUPHUVDQGWKHUDSLGDJHLQJRIWKHIDUPHUSRSXODWLRQ5HGLJRU
<RXQJIDUPHUVFDQEULQJQHZVNLOOVDQGHQHUJ\DVZHOODVPRUHSURIHVVLRQDOPDQDJHPHQWWRWKHIDUPLQJVHFWRUDV
ZHOODVDGLIIHUHQWHQYLURQPHQWDOEHKDYLRXU$JDLQVWWKHFRQWH[WRIDQDJHLQJDJULFXOWXUDOODERXUIRUFHWKHIXWXUHRI
WKHIDUPLQJSURIHVVLRQPXVWEHHQVXUHG+HQFH&$3KDVHVWDEOLVKHGGLIIHUHQWSROLF\PHDVXUHVDQGPRWLYHVIRUQHZ
HQWUDQWV WRDJULFXOWXUH6XSSRUW IRU VHWWLQJXS \RXQJ IDUPHUV LQFOXGHV VXSSRUWLQJ WKH LQLWLDO HVWDEOLVKPHQW DQG WKH
VWUXFWXUDODGMXVWPHQWRIWKHLUKROGLQJWKHUHDIWHU<RXQJIDUPHUVKDYHWRVXEPLWDEXVLQHVVSODQIRUWKHGHYHORSPHQW
RIWKHLUIDUPLQJDFWLYLWLHVDQGLQVRPHFDVHVWKH\KDYHWRREWDLQVSHFLDOWUDLQLQJ6HWWLQJXSRI\RXQJIDUPHUV
RI5HJ (&1PHDVXUH$KLJKHU UDWH RI QHZ\RXQJ HQWUDQWV WRDJULFXOWXUH FRXOG FRQIURQW WKH
SUREOHPRIDJHLQJDQGFRQVHTXHQWO\WKHGHFOLQLQJQXPEHURIDJULFXOWXUDOKROGLQJVLQWKH(8DVDZKROH,QJHQHUDO
QHZHQWUDQWVIDFHWKUHHREVWDFOHVWKH\ILQGLWH[WUHPHO\GLIILFXOWWRDFTXLUHKROGLQJVWKDWDDUHHFRQRPLFDOO\YLDEOH
E SURYLGH IXOOWLPH HPSOR\PHQW DQG F HQDEOH WKHP WR HDUQ D VXIILFLHQW LQFRPH LI DFFHVV WR &$3 SD\PHQW
HQWLWOHPHQWVLVQRWDVVXUHG5HGLJRU:KDWLVPRUHWKHUHLVRQO\SDUWLDOSDUWLFLSDWLRQLQVXFKSROLF\PHDVXUHV
DQGPRWLYHV)RUH[DPSOH LQ\RXQJIDUPHUV (XODOLDEHQHILWHGIURPWKHVHVXSSRUWPHDVXUHV
WKDWLVDSSUR[LPDWHO\RI\RXQJIDUPHUVDQGOHVVWKDQRIWRWDOIDUPHUV
7KHUHIRUH&$3LVDWRSGRZQSXEOLFSROLF\WKDWRQWKHRQHVLGHKDVWRHQKDQFHQHZHQWUDQWVLQDJULFXOWXUHDQGRQ
WKHRWKHU VLGH DPRQJRWKHUV WRPRWLYDWH WKHP WRHPSOR\DGLIIHUHQWHQYLURQPHQWDOEHKDYLRXU7RXQGHUVWDQG WKH
HQYLURQPHQWDOEHKDYLRXURIWKHQHZIDUPHUVLVUHTXLUHGILUVWO\WRGHILQHZKLFKIDUPLQJEHKDYLRXUFDQEHFRQVLGHUHG
DV µHQYLURQPHQWDO¶ ,QJHQHUDO HQYLURQPHQWDOEHKDYLRXU LVQRW VWULFWO\GHILQHG ,Q WKH OLWHUDWXUH WKHUHDUHGLIIHUHQW
DSSURDFKHV RI ZKDW FDQ EH UHJDUGHG DV HQYLURQPHQWDO EHKDYLRXU ,Q SDUWLFXODU HQWU\ LQWR DJURHQYLURQPHQWDO
VFKHPHV DQG WKH DGRSWLRQ RI PRUH HQYLURQPHQWDOO\ IULHQGO\ PHWKRGV LQ DJULFXOWXUH DUH ZLGHO\ UHJDUGHG DV
µHQYLURQPHQWDO EHKDYLRU¶ HJ .DELL DQG +RUZLW]  ,Q WKLV VXUYH\ µHQYLURQPHQWDO EHKDYLRXU¶ UHIHUV WR
HQJDJHPHQWZLWK DJURHQYLURQPHQWDO IDUPLQJ SUDFWLFHV WKDW DUHZLGHO\ DFFHSWHG DVPRUH HQYLURQPHQWDOO\ EHQLJQ
WKDQ LQWHQVLYH DJULFXOWXUH DQG DUH XVXDOO\ DSSOLHG LQ ,QWHJUDWHG IDUP 0DQDJHPHQW V\VWHPV WKURXJK *RRG
$JULFXOWXUDO3UDFWLFHV
7KLVSDSHULQYHVWLJDWHV*UHHNQHZ\RXQJIDUPHUV¶HQYLURQPHQWDOEHKDYLRXUDQGPRUHVSHFLILFWKHLUSHUFHSWLRQV
DERXWWKHLUUROHDVHQYLURQPHQWDOSURWHFWRUVDVLWLVDVFULEHGWRWKHPE\WKHUHVW(XURSHDQFLWL]HQV,QPDQ\FDVHV
IDUPHUVWKHPVHOYHVEHOLHYHWKDWWKH\KDYHDVSHFLDOUHODWLRQVKLSZLWKWKHHQYLURQPHQWHJ&KDW]LWKHRGRULGLV
DQGEHFDXVHRIWKHLUSDUWLFXODUUHODWLRQVKLSZLWKQDWXUHDQGWKHVRFLDOUROHRIWKHLUSURIHVVLRQIDUPHUVDUHWKHWDUJHW
RIPXOWLSOHLPSOLFLWDQGH[SOLFLWSUHVVXUHVFDXVLQJVRPHWRDGRSWHQYLURQPHQWDOSUDFWLFHV*XLOORX	0RVHU
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6RPHWLPHVLWLVQHFHVVDU\WRXVHLQFHQWLYHVWRHQFRXUDJHSDUWLFLSDWLRQLQVXFKLQLWLDWLYHV3HUH](VSHMRHWDO
VXJJHVWWKDWDEHWWHUXQGHUVWDQGLQJRIIDUPHUSHUFHSWLRQVLVRQHRIVHYHUDOPDMRUHPHUJLQJUHVHDUFKLVVXHVLQDJUR
HQYLURQPHQWDO SROLF\ DQDO\VLV (YHQ PRUH GHVLJQLQJ DQ HIIHFWLYH DJURHQYLURQPHQWDO SROLF\ VXFK DV YROXQWDU\
SURJUDPVLPSOLHVNQRZLQJWKHSHUFHSWLRQDQGDWWLWXGHVRIIDUPHUVEHIRUHDQGDIWHUWKHLULPSOHPHQWDWLRQ'DYLHV	
+RGJH  'HIUDQFHVFR HW DO  6XFK LQIRUPDWLRQ FDQ VXSSRUW SROLF\ PDNHUV WR GHVLJQ HIIHFWLYH DJUR
HQYLURQPHQWDO SURJUDPV GHVLUDEOH WR IDUPHUV DQGPRUH WDUJHWHG WRZDUGV VSHFLILF HQYLURQPHQWDO DQG DJULFXOWXUDO
GHYHORSPHQWJRDOV*LRYDQRSRXORXHWDO
$JULFXOWXUDOVWXGLHVKDYHORQJREVHUYHGWKHUHODWLRQVKLSEHWZHHQIDUPHUV¶HQYLURQPHQWDOEHKDYLRXUDQGDYDULHW\
RI GHPRJUDSKLF FKDUDFWHULVWLFV )RU H[DPSOH IHDWXUHV VXFK DV DJH HGXFDWLRQ DQG JHQGHU FDQ LQIOXHQFH GHFLVLRQ
PDNLQJZLWKUHVSHFWWRHQWU\LQWRDJURHQYLURQPHQWDOVFKHPHVHQYLURQPHQWDOHQKDQFHPHQWRIWKHIDUPDGRSWLRQRI
QHZ WHFKQRORJLHV DQG LQWHQVLW\ RI SURGXFWLRQ DQG ODQG XVH VHH %XUWRQ  IRU D GHWDLOHG OLWHUDWXUH UHYLHZ
8QGHUVWDQGLQJ KRZ GHPRJUDSKLF IDFWRUV LQIOXHQFH GHFLVLRQPDNLQJ LV LPSRUWDQW IRU GHVLJQLQJ DQG WDUJHWLQJ
HQYLURQPHQWDO DQG UHVRXUFH PDQDJHPHQW SURJUDPV 7KLV LV LQFUHDVLQJO\ VLJQLILFDQW LQ OLJKW RI ORQJWHUP
HQYLURQPHQWDOLVVXHV
+HQFHWKHPDLQREMHFWLYHRIWKLVSDSHULVWRDVVHVVWKHSHUFHSWLRQRI\RXQJIDUPHUVRQWKHLUUROHDVHQYLURQPHQWDO
SURWHFWRUV DQG WR GHWHUPLQHZKHWKHU WKHUH DUH GLIIHUHQFHV RQ WKHVH SHUFHSWLRQV DPRQJ IDUPHUV DFFRUGLQJ WR WKHLU
GHPRJUDSKLFFKDUDFWHULVWLFVDQG WKHLUGDLO\SUDFWLFHVRQ ILHOG0RUHRYHU LQ WKLV VXUYH\ LVDOVRH[DPLQHG IDUPHUV¶
DZDUHQHVV RI *HQHWLFDOO\ 0RGLILHG 2UJDQLVPV *02 DQG KRPH FRQVXPSWLRQ 7KHVH FDQ EH FRQVLGHUHG DV
LQGLFDWRUVRIDEURDGHUHQYLURQPHQWDODWWLWXGHWKDWDIIHFWQRWRQO\SDUWLFLSDWLQJLQDJURHQYLURQPHQWDOVFKHPHVEXW
DOVRGHWHUPLQLQJDZLGHUHFRORJLFDOEHKDYLRXU$FFRUGLQJO\WKHHQYLURQPHQWDODWWLWXGH±FRQVFLRXVQHVVDQDO\VLVRI
\RXQJ IDUPHUV FDQ LGHQWLI\ DGGLWLRQDO PHDVXUHV DQG SROLFLHV WKDW FDQ ERRVW WKH LPSOHPHQWDWLRQ RI DJUR
HQYLURQPHQWDOSROLFLHVVXFKDVYROXQWDU\SURJUDPVWKDWDUHHVVHQWLDOIRUWKH&$3YLDELOLW\7KHUHPDLQLQJSDSHULV
VWUXFWXUHGDVIROORZV7KHVHFRQGVHFWLRQGHVFULEHVWKHUHVHDUFKIUDPHZRUNXVHGLQWKLVVWXG\DQGWKHQZHGLVFXVV
WKHUHVXOWVDQGWKHLUGLVFXVVLRQEHIRUHSUHVHQWLQJWKHFRQFOXVLRQV
'DWD$QDO\VLVDQG5HVXOWV
7KLVVXUYH\ZDVFRQGXFWHGLQWKHSHULRG6HSWHPEHU±1RYHPEHULQWKHUHJLRQRI&HQWUDO0DFHGRQLDPDLQO\
LQ WKH SUHIHFWXUHV RI 3HOOD DQG ,PDWKLD 7KH TXHVWLRQQDLUHV ZHUH GLVWULEXWHG WR \RXQJ IDUPHUV SDUWLFLSDWLQJ LQ
PHDVXUHµ6HWWLQJXSRI\RXQJIDUPHUV¶RIWKH3LOODU,,RIWKH&$3GXULQJDQHGXFDWLRQDOFRXUVHGHVLJQHGIRU
WKHP)LQDOO\LQWKHVWDWLVWLFDODQDO\VLVRIWKHVXUYH\FRPSOHWHGTXHVWLRQQDLUHVZHUHXVHGZKLOHPRUHWKDQ
LQFRPSOHWHZHUHRPLWWHGIURPWKHDQDO\VLV
'HPRJUDSKLF$QDO\VLV
'HVSLWHWKHIUHTXHQWXVHRIGHPRJUDSKLFYDULDEOHVDQGHPSOR\LQJWKHPWRPRGHOKXPDQEHKDYLRXUWKHUHLVYHU\
OLWWOH FHUWDLQW\ DV WR KRZ WKHVH UHODWLRQVKLSV DUH RFFXUULQJ PDNLQJ LPSRUWDQW WR H[DPLQH SHUVLVWHQWO\ WKHVH
UHODWLRQVKLSV 7KH PRVW FRPPRQO\ H[DPLQHG GHPRJUDSKLFV GHWHUPLQLQJ HQYLURQPHQWDO EHKDYLRXU DUH DJH
HGXFDWLRQIDUPLQJH[SHULHQFHDQGIDUPVL]H7KHPDMRULW\RISDUWLFLSDQWVLQWKLVVXUYH\DUHPDUULHGPHQ
ZKRKDYHJUDGXDWHGIURPKLJKVFKRRODUHHPSOR\HGH[FOXVLYHO\LQDJULFXOWXUHKDYHXSWR
 \HDUV RI SUHYLRXV H[SHULHQFH LQ DJULFXOWXUH  DQG DOPRVW KDOI RI WKHP  FODLP WKDW WKHLU DQQXDO
LQFRPH LV OHVV WKDQ¼ ,W LVZRUWKPHQWLRQLQJ WKDW RI WKH UHVSRQGHQWV FODLPHG WKDW WKH\ FRQVXPHDV
PXFKDVSRVVLEOHRIWKHLURZQSURGXFH7KHGHPRJUDSKLFSURILOHRIWKHUHVSRQGHQWVLVSUHVHQWHGLQ7DEOH
7KH PDMRULW\ RI VWXGLHV H[DPLQLQJ WKH UHODWLRQVKLS EHWZHHQ DJH DQG HQYLURQPHQWDO EHKDYLRXU VXJJHVW WKDW
\RXQJHU IDUPHUV DUH PRUH OLNHO\ WR XQGHUWDNH SURJUDPV RU HQYLURQPHQWDO HQKDQFHPHQWV WKDQ ROGHU IDUPHUV
+RZHYHUUHYLHZVRIWKHOLWHUDWXUHVXJJHVWWKDWDJHLVDQXQUHOLDEOHLQGLFDWRU)RUH[DPSOHVRPHVWXGLHVIRXQGQR
GLIIHUHQFH EHWZHHQ WKH DJH RI IDUPHUV ZKR HQWHUHG HQYLURQPHQWDOFRQVHUYDWLRQ VFKHPHV DQG WKRVHZKR GLG QRW
ZKLOHRWKHUVWXGLHVKDYHIRXQG\RXQJHUIDUPHUVWREHOHVVZLOOLQJSDUWLFLSDQWV%XUWRQ
(GXFDWLRQ¶VDELOLW\WRFKDQJHDWWLWXGHVDQGLQFUHDVHXQGHUVWDQGLQJRIFRPSOH[LVVXHVSURYLGHVDFOHDUUDWLRQDOHIRU
LWVUROHLQSURPRWLQJHQYLURQPHQWDOEHKDYLRXU&RQVHTXHQWO\LWLVZLGHO\EHOLHYHGWKDWWKHKLJKHUWKHOHYHORIIRUPDO
HGXFDWLRQ WKHPRUH OLNHO\ WKHIDUPHUZLOOEHHQJDJHGZLWKHQYLURQPHQWDOSURJUDPVDQGDSSURDFKHV WRDJULFXOWXUH
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HJ'DPLDQRV	*LDQQDNRSRXORV+RZHYHUPDQ\VWXGLHVKDYHDOVRIRXQGQRUHODWLRQVKLSRUHYHQDQLQYHUVH
UHODWLRQVKLSVHH%XUWRQIRUDGHWDLOHGUHYLHZRQWKLVVXEMHFW
7DEOH'HPRJUDSKLFFKDUDFWHULVWLFVIRUQHZIDUPHUVSDUWLFLSDWLQJLQWKLVVXUYH\
5HVSRQGHQWV¶IHDWXUHV &RXQW0HDQ 3HUFHQWDJH6WDQGDUG'HY
*HQGHU  
0DOH  
0DUULHG  
<HV  
$JH  \HDUV
)XOOWLPHIDUPHU  
)DUPLQJ([SHULHQFH \HDUV \HDUV
(GXFDWLRQ  
\HDUV%DVLF  
<HDUV+LJK6FKRRO  
\HDUV&ROOHJH  
\HDUV+LJKHU  
&RQVXPLQJRZQ3URGXFWLRQ+RPHFRQVXPSWLRQ
1RWDWDOO  
$IHZSURGXFWV  
$VPXFKDVSRVVLEOH  
3UHYLRXVO\2FFXSLHGDV  
3ULYDWHHPSOR\HH  
3XEOLFVHUYDQW  
6HOIHPSOR\HG  
+RXVHNHHSLQJ  
8QHPSOR\HG  
+LJKVFKRROVWXGHQW  
(OVHPDLQO\IDUPHUV  
$QQXDOLQFRPHIURPDJULFXOWXUDODFWLYLWLHV
¼  
WR¼  
WR¼  
!¼  
1HZ)DUPHUV¶$ZDUHQHVVRI*HQHWLFDOO\0RGLILHG2UJDQLVPV
3RWHQWLDO LPSDFWRIJHQHWLFDOO\PRGLILHGRUJDQLVPV *02VRQ WKHHQYLURQPHQWKDVEHHQDGGUHVVHG LQ VHYHUDO
DXWKRULWDWLYHUHYLHZV:ROIHQEDUJHU	3KLIHU&ODUN+RZHYHULWLVLPSRUWDQWWRLQYHVWLJDWHLI\RXQJ
IDUPHUVDUHDZDUHRI*02VDQGHVSHFLDOO\LIWKH\DUHZLOOLQJWRFXOWLYDWH*02FXOWLYDWLRQ,WLVZRUWKPHQWLRQLQJ
WKDWRXWFODLPHGWKDWWKH\DUHDZDUHRI*02EXWZKHQWKH\ZHUHUHTXHVWHGWRSURYLGHDQH[DPSOHRI
*02FXOWLYDWLRQRQHWKLUGRIWKHPZDVXQDEOHWRFRUUHFWO\UHVSRQG$VIDUDV\RXQJIDUPHUV¶ZLOOLQJQHVVWRDGRSWD
*02LVFRQFHUQHGRQO\RI WKH UHVSRQGHQWVDUHZLOOLQJ WRDGRSWD*027DEOHSUHVHQWV \RXQJ IDUPHUV¶
UHVSRQVHVWRWKHTXHVWLRQVDERXW*02DZDUHQHVVDQGZLOOLQJQHVVWRDGRSWD*02FXOWLYDWLRQ
7DEOH1HZ)DUPHUV¶$ZDUHQHVVRI*HQHWLFDOO\0RGLILHG2UJDQLVPV
)DUPHUV¶UHVSRQVH &RXQW 3HUFHQWDJH 
,.QRZZKDW*HQHWLFDOO\0RGLILHG2UJDQLVPV*02DUH <HV
1R



*LYHDQH[DPSOHRI*02XVHGLQ$JULFXOWXUHRQO\IRUWKRVHDQVZHUHG,DPDZDUHRI*02 
12DQVZHU   
:URQJ([DPSOH   
5LJKW([DPSOH   
:RXOG\RXFXOWLYDWHD*02LQ\RXUIDUP 1R
<HV



PLQ PD[ 
7KHIROORZLQJWDEOHWDEOHSUHVHQWVDFURVVWDEXODWLRQDQDO\VLVIRU*02DZDUHQHVVDQGZLOOLQJQHVVWRDGRSWD
*02FXOWLYDWLRQ2QO\DRIWKHWRWDOVDPSOHLVDZDUHRI*02VDQGDWWKHVDPHWLPHDUHZLOOLQJWRDGRSWVXFK
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FXOWLYDWLRQ/RZUDWHVRI*02DGRSWLRQLVQRWDOZD\VDVLJQRIHQYLURQPHQWDOFRQVFLRXVQHVVIRUH[DPSOHUHJLRQDO
*02DGRSWLRQFDQEHQHJDWLYHO\LQIOXHQFHGE\PHPEHUVRIHQYLURQPHQWDOJURXSVWKDWHQJDJHLQDQWL*02DVWKH
FDVHIRU%WPDL]HDGRSWLRQLQ*HUPDQ\&RQVPXOOHUHWDO
7DEOH&URVV7DEXODWLRQ*02$ZDUHQHVVWR$GRSWLQJD*02&XOWLYDWLRQ
  $GRSWD*02FXOWLYDWLRQ 7RWDO  1R <HV
*02
DZDUHQHVV

1R
&RXQW   
ZLWKLQ*02DZDUHQHVV   
ZLWKLQ$GRSW*02FXOWLYDWLRQ   
<H
   
&RXQW   
ZLWKLQ*02DZDUHQHVV   
ZLWKLQ$GRSWB*02BFXOWLYDWLRQ   
7RWDO

&RXQW   
ZLWKLQ*02DZDUHQHVV   
ZLWKLQ$GRSWD*02FXOWLYDWLRQ   
&KLVTXDUHWHVW3HDUVRQ&KL6TXDUHGI $V\PS6LJVLGHG 
$QDO\VLVRI1HZIDUPHUV¶(QYLURQPHQWDO3UDFWLFHVDQG3HUFHSWLRQV
,Q WKLV SDUW RI WKH DQDO\VLV UHVSRQGHQWV ZHUH UHTXHVWHG WR HYDOXDWH D VHULHV RI IDUP HQYLURQPHQWDO IULHQGO\
SUDFWLFHV E\ XVLQJ D ILYHSRLQW /LNHUW VFDOH UDQJLQJ IURP  ³QHYHU´ WR  ³DOZD\V´ 7KH YDOXH RI SURYLGLQJ
UHVSRQGHQWVZLWKRQO\ILYHFKRLFHSRVLWLRQV LV WKDW LW WHQGV WRDYRLGUHVSRQVHVFRQYHUJLQJRQ WKHPLGGOHUHVSRQVH
LHWKUHH:KLOHRQWKHRWKHUKDQGDVFDOHZLWKPDQ\SRVLWLRQVDVHYHQSRLQWVFDOHWHQGWRFRQIXVHUHVSRQGHQWV
7KHVHSUDFWLFHVDUHXVXDOO\UHSRUWHGDVFRPPRQH[DPSOHVRI*RRG$JULFXOWXUDO3UDFWLFHV,QWKHVDPHVHFWLRQ\RXQJ
IDUPHUVZHUH UHTXHVWHG WR VWDWH LI WKH\ DUH DZDUH WKDW WKHLU GDLO\ IDUPSUDFWLFHV DIIHFW WKH HQYLURQPHQW DQG HYHQ
PRUH LI WKH\ IHHO UHVSRQVLEOH WR SURWHFW WKH HQYLURQPHQW DV RWKHU FLWL]HQV H[SHFW IURP WKHP )RU WKHVH WZR
TXHVWLRQVDILYHSRLQW/LNHUWVFDOHZDVXVHGUDQJLQJIURP³FRPSOHWHO\GLVDJUHH´WR³FRPSOHWHO\DJUHH´7KH
DQDO\VLVRIWKHUHVXOWVLVSUHVHQWHGLQWDEOH0HDQYDOXHVIRUDOOUHVSRQVHVDUHUHODWLYHO\KLJKLQGLFDWLQJWKDWWKHVH
SUDFWLFHVKDYHEHHQZLGHO\DGRSWHGE\QHZ\RXQJIDUPHUVLQWKLVVXUYH\
7DEOH1HZIDUPHUV¶HQYLURQPHQWDOSURFHGXUHVDQGSHUFHSWLRQV
5HVSRQGHQWV¶HQYLURQPHQWDOSUDFWLFHV 0HDQ 6WDQGDUG'HY
,DOZD\VUHDGDQGHPSOR\DJURFKHPLFDOV¶PDQXDOVDQGVDIHW\GDWDVKHHWVGLUHFWLRQV  
,DOZD\VWDNHVSHFLDOSUHFDXWLRQVIRUWKHGLVSRVDORIH[FHVVDJURFKHPLFDOVZDVWHSHVWLFLGHV  
,DOZD\VWDNHVSHFLDOUHF\FOLQJSUHFDXWLRQVIRUWKHDJURFKHPLFDOVFRQWDLQHUV  
,DOZD\VWDNHWKHQHFHVVDU\LQGLYLGXDOK\JLHQHSUHFDXWLRQVWRKDQGOHSURGXFHGXULQJXVLQJDJURFKHPLFDOV  
,DOZD\VXVHWKHDSSURSULDWHDJURFKHPLFDOVIROORZLQJH[SHUWVDGYLFH  
5HVSRQGHQWV¶HQYLURQPHQWDO3HUFHSWLRQV  
,XQGHUVWDQGWKDWDJULFXOWXUHSUDFWLFHVDIIHFWWKHHQYLURQPHQW  
,IHHOUHVSRQVLEOHWRSURWHFWWKHHQYLURQPHQW  
PLQ PD[ 
:LOFR[RQ6LJQHG5DQNWHVWVLJ WKHUHDUHGLIIHUHQFHVLQWKHGLVWULEXWLRQVRIWKHVHWZRUHODWHGYDULDEOHV
<RXQJ)DUPHUV
(QYLURQPHQWDO&RQVFLRXVQHVV
7KHSHUFHSWLRQVRIWKHUHVSRQGHQWVDERXWHQYLURQPHQWDOLPSDFWRIWKHLUIDUPDQGWKHLUUHVSRQVLELOLW\WRSURWHFWLW
ZHUHXVHGLQDFOXVWHUDQDO\VLVWKHDQDO\VLVUHYHDOHGFOXVWHUV5HVSRQGHQWVLQ&OXVWHURQHDUHPRUHDZDUHRIWKHLU
LPSDFWWRWKHHQYLURQPHQWZKLOHDWWKHVDPHWLPHWKH\IHHOPRUHUHVSRQVLEOHWRSURWHFWWKHHQYLURQPHQW+HQFHZH
FDQFRQFOXGHWKDWWKH&OXVWHURQHFRQVLVWVRIIDUPHUVWKDWFRXOGEHFKDUDFWHUL]HGDVHQYLURQPHQWDOO\FRQVFLRXV2Q
WKH FRQWUDU\ WKH UHVSRQGHQWV RI&OXVWHU7ZR DUH UHODWLYHO\ OHVV DZDUH RI WKHLU IDUPV¶ LPSDFW WR WKH HQYLURQPHQW
ZKLOH WKH\ IHHO OHVV UHVSRQVLEOH WR SURWHFW WKH HQYLURQPHQW 7KHUHIRUH &OXVWHU 7ZR FDQ EH FKDUDFWHUL]HG DV OHVV
HQYLURQPHQWDOO\ FRQVFLRXV $ ILQDO ZRUWKPHQWLRQLQJ SRLQW LV WKDW WKHUH DUH VXEVWDQWLDOO\ PRUH QHZ IDUPHUV DV
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SHUFHQWDJH RI SDUWLFLSDQWV LQ WKLV VXUYH\ WKDW DUH HQYLURQPHQWDOO\ FRQVFLRXV 1  ±  WKDQ WKH OHVV
HQYLURQPHQWDOO\FRQVFLRXVQHZIDUPHUV1±
7DEOH'HVFULSWLYH6WDWLVWLFVIRUWKHFOXVWHUV
  1 0HDQ 6WG'HYLDWLRQ 6WG(UURU
,XQGHUVWDQGWKDW
DJULFXOWXUHSUDFWLFHV
DIIHFWWKH
HQYLURQPHQW
&OXVWHU    
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  
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 
,IHHOUHVSRQVLEOHWR
SURWHFWWKH
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&OXVWHU    
&OXVWHU    
7RWDO    
7DEOH$129$$QDO\VLVIRUWKH(QYLURQPHQWDO&RQVFLRXVQHVVFOXVWHUV
  6XPRI6TXDUHV GI 0HDQ6TXDUH ) 6LJ
,XQGHUVWDQGWKDW
DJULFXOWXUHSUDFWLFHV
DIIHFWWKHHQYLURQPHQW
%HWZHHQ*URXSV     
:LWKLQ*URXSV     
7RWDO     
,IHHOUHVSRQVLEOHWR
SURWHFWWKH
HQYLURQPHQW
%HWZHHQ*URXSV     
:LWKLQ*URXSV     
7RWDO     

&RQVHTXHQWO\ WKHUH DUH WZR JURXSV FOXVWHUV RI HQYLURQPHQWDOO\ DQG OHVV HQYLURQPHQWDOO\ FRQVFLRXV RI QHZ
IDUPHUV 7KH UHVXOWV RI WKLV FOXVWHU DQDO\VLV KDYH EHHQ XVHG DV WKH GHSHQGHQW YDULDEOH LQ D ORJLVWLF UHJUHVVLRQ
DQDO\VLV ,Q WKLV DQDO\VLV¶ SKDVH WKH ³GHPRJUDSKLF´ DQG ³HQYLURQPHQWDO SUDFWLFHV´ YDULDEOHV KDYH EHHQ XVHG WR
SUHGLFW JURXSPHPEHUVKLS%LQDU\ ORJLVWLF UHJUHVVLRQ LVPRVW XVHIXO LQ FDVHVZKHUHZHZDQW WRPRGHO WKH HYHQW
SUREDELOLW\ IRU D FDWHJRULFDO UHVSRQVH YDULDEOH ZLWK WZR RXWFRPHV 6LQFH WKH SUREDELOLW\ RI DQ HYHQW
HQYLURQPHQWDOO\DQGOHVVHQYLURQPHQWDOO\FRQVFLRXV\RXQJIDUPHUVPXVWOLHEHWZHHQDQGLWLVLPSUDFWLFDOWR
PRGHO SUREDELOLWLHV ZLWK OLQHDU UHJUHVVLRQ WHFKQLTXHV EHFDXVH WKH OLQHDU UHJUHVVLRQ PRGHO DOORZV WKH GHSHQGHQW
YDULDEOH WR WDNHYDOXHVJUHDWHU WKDQRU OHVV WKDQ7KH ORJLVWLF UHJUHVVLRQPRGHO LVD W\SHRIJHQHUDOL]HG OLQHDU
PRGHOWKDWH[WHQGVWKHOLQHDUUHJUHVVLRQPRGHOE\OLQNLQJWKHUDQJHRIUHDOQXPEHUVWRWKHUDQJH7KHUHVXOWVRI
WKHORJLVWLFUHJUHVVLRQDQDO\VLVDUHSUHVHQWHGLQWDEOH
7DEOH/RJLVWLFUHJUHVVLRQDQDO\VLVIRUQHZIDUPHUV¶FKDUDFWHULVWLFVDQGHQYLURQPHQWDOSUDFWLFHVWKDWFDQGLVFULPLQDWHWKHPDVHQYLURQPHQWDO
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6LJ ([S%
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FRQWDLQHUV     
,DOZD\VWDNHWKHQHFHVVDU\LQGLYLGXDOK\JLHQHSUHFDXWLRQVWRKDQGOH
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,DOZD\VEX\WKHDSSURSULDWHDJURFKHPLFDOV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&KLGI +RVPHU	/HPHVKRZ&R[	6QHOO1DJHONHUNH
6LJQLILFDQFHSSS

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,QWKHORJLVWLFUHJUHVVLRQDQDO\VLVWKHH[DPLQDWLRQRIUHVLGXDOVLVUHTXLUHGLQRUGHUWRLGHQWLI\ERWKFDVHVZKHUH
WKHHVWLPDWHGPRGHOKDVVPDOODGDSWDWLRQDQGFDVHVWKDWKDYHDQHQRUPRXVHIIHFWLQWKHPRGHO)LHOGSURYLGHV
DQDO\WLFDOGLUHFWLRQVIRUDUHVLGXDODQDO\VLVRIVXFKPRGHOV,QWKLVVWXG\WKHUHVLGXDODQDO\VLVLQGLFDWHGWKDWWKHUHLV
QR QHHG IRU VSHFLDO WUHDWPHQW RYHU GDWD LQ RUGHU WR IDFH H[WUHPH YDOXHV RU HIIHFWV RI VSHFLILF FDVHV LQ WKH WRWDO
DGDSWDWLRQRIWKHPRGHO+DYLQJYHULILHGWKDWWKHHVWLPDWHGPRGHOLVVWDWLVWLFDOO\DFFHSWDEOHZHFDQSURFHHGWRWKH
LQWHUSUHWDWLRQRIWKHUHVXOWV7KHFODVVLILFDWLRQWDEOH7DEOHDQGWKHGLIIHUHQWW\SHVRI5VXJJHVWWKDWWKHHVWLPDWHG
PRGHODGHTXDWHO\ILWVWKHGDWD7KXVWKHPRGHOFRUUHFWO\SUHGLFWVLQJHQHUDORXWFDVHV,QSDUWLFXODUWKLVPRGHO
FDQ FRUUHFWO\ SUHGLFW  RXW  FDVHV IRU WKH HQYLURQPHQWDO FRQVFLRXV JURXS DQG  RXW  FDVHV IRU WKH OHVV
HQYLURQPHQWDOO\FRQVFLRXVJURXS,WVKRXOGEHPHQWLRQHGWKDWWKHFXWYDOXHXVHGLQWKHFODVVLILFDWLRQWDEOHLV
7KLVYDOXHLVEDVHGRQWKHH[DPLQDWLRQRIWKH52&FXUYH5HFHLYHU2SHUDWLQJ&XUYHEHWZHHQWKHREVHUYHGDQGWKH
SUHGLFWHGYDOXHVIRU&OXVWHUPHPEHUVKLS

7DEOH&ODVVLILFDWLRQWDEOHĮ
2EVHUYHG 3UHGLFWHG 3HUFHQWDJH&RUUHFW&/867(5 &/867(5
&/867(5   
&/867(5   
7RWDO   
Į7KHFXWYDOXHLV

0RGHO(TXDWLRQ5HVXOWV
7KHVWDWLVWLFDOO\VLJQLILFDQWYDULDEOHVGHVFULEHGLQ7DEOHWKDWGHWHUPLQHQHZIDUPHUV¶HQYLURQPHQWDODWWLWXGHV
DQGFRQVHTXHQWO\FRQVFLRXVQHVVDUHSUHVHQWHGEHORZ
([SHULHQFHUHSUHVHQWV\HDUVRIH[SHULHQFHRIWKHUHVSRQGHQWVGHDOLQJZLWKIDUPLQJDQGKDVDVWURQJLPSDFWZLWK
WKH HQYLURQPHQWDO FRQVFLRXVQHVV ,W VHHPV WKDW WKH OHVV H[SHULHQFHG \RXQJ IDUPHU WKH PRUH OLNHO\ WR EHORQJ WR
HQYLURQPHQWDOO\FRQVFLRXVJURXS,QJHQHUDOIRUWKHORJLVWLFUHJUHVVLRQUHVXOWV¶LQWHUSUHWDWLRQLWLVDIDFWWKDWZKHQ
([S% LV OHVV WKDQ LQFUHDVLQJ YDOXHV RI WKH YDULDEOH FRUUHVSRQG WR GHFUHDVLQJ RGGV RI WKH HYHQW
V RFFXUUHQFH
7KXVZKHQH[SHULHQFHLVLQFUHDVLQJWKHQWKHSUREDELOLW\WREHORQJWRWKHOHVVHQYLURQPHQWDOFRQVFLRXVQHVVJURXSLV
LQFUHDVLQJ7KHVHILQGLQJVDUHFRQVLVWHQWZLWKSUHYLRXVUHVHDUFKHVWKDWYHU\H[SHULHQFHGIDUPHUVWHQGWRKDYHOHVV
LQWHUHVW LQ QHZ FRQVHUYDWLRQ SUDFWLFHV $WDUL HW DO  0RUHRYHU DV IDUPHUV EHFRPH PRUH SURILFLHQW DW D
SDUWLFXODUW\SHRIIDUPLQJWKHDSSHDORIDOWHUQDWLYHVLVOLNHO\WRGLPLQLVKSDUWLFXODUO\ZKHQFXOWXUDOFDSLWDOLVEHLQJ
REWDLQHGDVDUHVXOW%XUWRQ
6HOI&RQVXPSWLRQUHSUHVHQWVWKHDPRXQWRIDJULFXOWXUDOSURGXFHWKDWLVFRQVXPHGLQIDUPHUV¶KRPH+DYLQJLQ
PLQG WKDWZKHQ([S % LVJUHDWHU WKDQ WKHQDQ LQFUHDVH LQ WKHYDOXHVRI WKHYDULDEOHFRUUHVSRQG WR LQFUHDVLQJ
RGGVRIWKHHYHQW
VRFFXUUHQFH7KXVZKHQVHOIFRQVXPSWLRQLVLQFUHDVLQJWKHQWKHSUREDELOLW\WREHORQJWRWKHOHVV
FRQVFLRXVJURXSLVGHFUHDVLQJ:HDVVXPHWKDWQHZ\RXQJIDUPHUVZKRFRQVXPHDSDUWRIWKHLUSURGXFHZLOOKDYH
DGLIIHUHQWHQYLURQPHQWDOEHKDYLRXU
, DOZD\V WDNH VSHFLDO SUHFDXWLRQV IRU UHF\FOLQJ WKH DJURFKHPLFDOV FRQWDLQHUV 7KLV ILHOG¶V SUDFWLFH VHHPV WR
LQIOXHQFHVWDWLVWLFDOO\WKHHQYLURQPHQWDOFRQVFLRXVQHVVRI\RXQJIDUPHUV,WVHHPVWKDWZKHQUHF\FOLQJSUHFDXWLRQV
DUH LQFUHDVLQJ WKHQ WKH SUREDELOLW\ WR EHORQJ WR WKH OHVV FRQVFLRXV JURXS LV GHFUHDVLQJ5HF\FOLQJ DJURFKHPLFDOV
FRQWDLQHUVVHHPVWREHDGDLO\IDUPSUDFWLFHWKDWGHWHUPLQHVLQZKROHWKHHQYLURQPHQWDOEHKDYLRXURIQHZ\RXQJ
IDUPHUV
7RVXPXSLWPXVWEHPHQWLRQHGWKDWLWLVSRVVLEOHWRGHWHUPLQH\RXQJIDUPHUV¶PHPEHUVKLSWRHQYLURQPHQWDOO\
FRQVFLRXVJURXSGHSHQGLQJRQWKUHHYDULDEOHVWKHLUIDUPH[SHULHQFHWKHLUKRPHFRQVXPSWLRQDQGWKHDSSOLFDWLRQRI
UHF\FOLQJSURFHGXUHVIRUWKHFRQWDLQHUVRIWKHXVHGDJURFKHPLFDO
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&RQFOXVLRQV
7KHSULRULWLHVRIWKHFRPPRQDJULFXOWXUDOSROLF\KDYHVKLIWHGRYHUWLPHDVHQYLURQPHQWDOSURWHFWLRQDPRQJRWKHU
DVSHFWV KDV JDLQHG SURPLQHQFH &RQVHTXHQWO\ &$3 KDV JUDGXDOO\ PRYHG IURP D SURGXFWLRQEDVHG VWUXFWXUH RI
VXEVLGLHVWRDPDUNHWRULHQWHGV\VWHPLQWHJUDWLQJVWDQGDUGVIRUIRRGVDIHW\HQYLURQPHQWDQGELRGLYHUVLW\DVZHOODV
DQLPDOZHOIDUH7KHVH DVSHFWVDUHSODFHG LQ D UHODWLYHO\KLJK UDQNLQJSULRULW\ IRU(XURSHDQV FLWL]HQZKRGHPDQG
IURPIDUPHUVDPXOWLGLPHQVLRQDOUROHDQGHQIRUFHWKHPWRDGRSWDGLIIHUHQWHQYLURQPHQWDOEHKDYLRXU$WWKHVDPH
WLPH WKHQXPEHURI IDUPHUV LV VWHDGLO\GHFOLQLQJ UHYHDOLQJDGXDOSUREOHP WKH VFDUFLW\RI \RXQJ IDUPHUVDQG WKH
UDSLGDJHLQJRIWKHIDUPHUSRSXODWLRQ
,QDGGLWLRQHQYLURQPHQWDOSODQQLQJDWIDUPOHYHOUHTXLUHVDORQJWHUPFRPPLWPHQWIURPIDUPHUVZLWKOLWWOHRUQR
GLUHFW ILQDQFLDO EHQHILWV EXW ZLWK FRQVLGHUDEOH HQYLURQPHQWDO EHQHILWV WR VRFLHW\ 'HVLJQLQJ DQ HIIHFWLYH DJUR
HQYLURQPHQWDOSROLF\VXFKDVYROXQWDU\SURJUDPVLPSOLHVNQRZLQJWKHSHUFHSWLRQDQGDWWLWXGHVRIIDUPHUVEHIRUH
DQG DIWHU WKHLU LPSOHPHQWDWLRQ 'DYLHV	+RGJH 'HIUDQFHVFR HW DO  6XFK LQIRUPDWLRQ FDQ VXSSRUW
SROLF\PDNHUV WR GHVLJQ HIIHFWLYH DJURHQYLURQPHQWDO SURJUDPV GHVLUDEOH WR IDUPHUV DQG PRUH WDUJHWHG WRZDUGV
VSHFLILFHQYLURQPHQWDODQGDJULFXOWXUDOGHYHORSPHQWJRDOV
7KLVSDSHUXVHGQHZ\RXQJIDUPHUV¶SHUFHSWLRQVWRFUHDWHWZRFOXVWHUVHQYLURQPHQWDOFRQVFLRXVQHVVDQGOHVV
HQYLURQPHQWDOO\ FRQVFLRXV IDUPHUV DQG E\ HPSOR\LQJ D ORJLVWLF UHJUHVVLRQ DQDO\VLV DWWHPSWHG WR LGHQWLI\ZKLFK
GHPRJUDSKLFFKDUDFWHULVWLFVDQGHQYLURQPHQWDOSUDFWLFHVGHWHUPLQHFOXVWHUPHPEHUVKLS7KHDQDO\VLVUHVXOWVVKRZHG
WKDWWKHYDULDEOHVWRGHWHUPLQHFOXVWHUPHPEHUVKLSDUHIDUPLQJH[SHULHQFHFRQVXPLQJRZQSURGXFHDQGUHF\FOLQJ
DJURFKHPLFDO FRQWDLQHUV 7KH RWKHU YDULDEOHV XVHG ³GHPRJUDSKLF´ DQG RWKHU HQYLURQPHQWDO IULHQGO\ ³IDUP
SUDFWLFHV´SURYHGWREHVWDWLVWLFDOO\LQVXIILFLHQWWRGHWHUPLQHPHPEHUVKLSWRWKHDERYHQHZIUDPHUV¶JURXSV
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